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MATTER OF: Insurance on cozmercinlly leased vehicles C(QX/bq/

DIGEST: 1, fThe Ceneral Accounting Office (GAQ) will not object

to reiobursemant of Government emmloyee for costs of
vehicle leased by employee on long-tern basis for period
of ¢tomyorary duty in Gormany, in ligkt of eppareut official
Catarmination that long-tern use of vehicles was neccesary
&1o to extensive travel required and that long-tern lease
of vchicle was more edvantszeous to Government than rental
arrangesent, cost and other factors considered.

2, GOGovernment employee may be partially reimbursed for
costs of insurance purchased on vebicle comuereially
leased on long-term basis to extent necessary for hire
and ogerction ef mwotor vehdcles on German vroads. Zueess
¢coveraze not rejuired by giatute and rejulation or by
industrial custon to enable commercial hire of vehicle
end operation of vahicle on German roads is esnsidored
perssnal o employee und wmaxy not be certified for payumzat,

This 48 in reoponse to a recuest for sdvance decigion from an

authorized certilying officer for tha hational Burean of Standards,
U.8. Lepartnent of Commerce, concerning reimburscnent to a Govern-
rent emnloyee for the cost of insurance rurchasedona venicle
leased 1foxr the purpose of carryisg cub oifficlal dbusiness while on
temporary duty in the German Federal Republée (Germany).

Purcuant to Travel Order Ro, 0385825, dated April 10, 1975,
Paul L. licQuate was authorized to travel froo Boulder, Colorado,
to Heldelberz, CGernany, to participate in ths inslalilation and
continved observuiion of an autlpmied éats collection systen de-
veloped by the Inciitule for Telecommunication Sclences; U.S.
Departacnt of Commerce, Travel was erzectod 0 begin on or aboud
June 1, 1975, and to terminate August 31, 1075, It is now anticie
pated that Mr. icQuate’'s dutics in Gerimahy will not end until
Decenber 31, 15706,
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Hr. McQuate's duties require him to travel to military Snstallatioms
located in Woras, Karlsruhe, Heidelberg, Hocnigstuhl, Stocksberg, Stuttgzart,
and VYathinzen on & regular basis., be have Leen informally advised that he
visits ezch of these stationa about ence every three days. Because
extenzive travel was required, his trovel orders provided for the rental
of o velidele while in Germany for travel botween these points. The total
estimated cost for travel for the entire period of teamporary duty was
$1,000, wvhich was apparently intended to cover the costs of & rental
vehilcle as well as transportation to end from Heldelberge

Upca arrival in Cermany, it vas deteruined by ér, HoQuate and his

 guperiors that it would be morve advantageous to tha Goverament, in tcrams

of cact and comvenience to Mr. Hojuate, as well es the prompt and efficient
earrying out of Mr. kcluate's dutiez, to lease a vchicle oa & lozg-lerm
basia rather than to entoer into the usual short-tera ronial contract,
bacause of the extensiva travel recuired and becouse rental cozmanies

in Cermany, such as Hertz and Avis, do not have specisl lomg-iern (6 months
or more) rental contract rates. The tolal cost of lcasing an cutomobile
on a long-tsrm bacis from the Fard kotor Coopany, Aulo-Joncker Ko,
Heidelberg, including the purchase of incurance, ¥as dsternined to be

46.3 pereent lower thun the cheapest restel coatract otheruise evallable.

Accordingly, Mr. HcQuate, in hie oum name, exccuted a contract with
Austo-Jonckar kG for & l-yoar term besinning August 11, 1075, ot a rate of
D% 555 per wonth., (Depending on exehnnge rates, this amounted to aboul
$212; This rate included up to 30,000 kilomsters (apsroximately 18,000
milez) for the year term. Each kilomcter driven Boyond this amount would
ba charged at the rate of & FZ.

!hc euts leasing sgrecuent with Auto-Joocker KG required that insure

" ance be carried on the vehicle, In this regard, eection 12 of the agree-

:ent (a3 transiated in the submission) provides, in pertinent part, as
ollowss

“gection 12 Insurance

*(1) Hasically, insursnces are contracted for by the
, lessor cn order of and under the name of the
pV-Y-I.07-
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*(2) 1In the exceptional case that the lesses contracts
for the insurance himself, the lessee is obligated
to contract for the following insurances under the
general conditl ns for the motor vehicle traffic
insurence (AKB) and under the currently applicable
tariff irrevocably for the leasing perlod stated

in paragraph 1, item 23

“a) Liability insurance, inclusive coverage D
1;000,000, per damzge oceurrence,

*b) Full "kasks" (Insurance against all damage)
insurance, DX 500, -, self participation.”

Although referred to elsewhere in the submission as "Comprehensive”
coverage, ve have been informed by the Exsbassy of the German Federal
Republic that “kaska" actuzlly constitutes an approximite equivalent
to a combination of both “Colllsion" and “Comprehensive" coverage in
the United &tates.

The statutes of the Germen Federsl Republic upon vhich the fore-
going section 12 is based is entitled "Gesetz uber die Pflichtversicherung
fir Kraftfahrzeughalter (FClichtveraicherungesesutz)''(Lav regarding
obligatory insurance for motor vehicle holders (obligatory insurance
law)). Sections 1 and 6 cof this statute have been translated in the
subzission, in pertinent part, as follova:

YLaw regarding oblisatory tneurance for motor vehicls holders
(Obligatory Insurance Law)

"81

“The Holder of a motor vehicle or trailer being
rezularly based inlapd is obligated t5 comtract

and maintain for himself, the owner, and the driver
1iability insurance for coverage of personal, mate-
rial, and other property damige czused by use of

the vehicle in accordance with the following require-
ments if the veliicle is used on public thoroughfares
oxr localities (Paragraph ) of the law concerning
rosd traffic)

3 _ . . . -
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*(1) ¥%ho uses by intent or ncgligence a vehicle
on public thoroughfares and localities, or permits &
its use, although the liability insurance contract
for the vehicle in accordance with Paragraph 1 does
not, or éses not any more exist, will be punished
by imprisonment for up to one year and by a monetary

~ fine, or by one of these punishments,

*(2) If the action has been committed intentionally,
the vehicle may be confiscated if it is property of
the violator or the participant at the time of the
decision.”

It $s clear, thercfore, that 1iability coverage ig required for the
operation of vehicles on German rouds. Horeover, fallure to exrry such
coverage miy subject the operator of a motor vehicle to criminal sanc-
tions, ivcluding imprisonment. We have been informally advised by the
Babessy of the German Federal Republic that internal regulations require
the following winimus liability covereages: '

Property damage i 50,000

Personal injury or death P 250,000 (lump-sum)*
FPersonal incapacity D4 15,000 (annual payment
‘ ‘ until death or

termination of
disability)

. Fhere is apparently no legal requirement that “kasko" be acquired.

Pursuant to section 12 of the contract with Auto-Joncker KG,
Mr. McQuate obtained motor vehicle insurance through Gerling-Konzernm,

# Liability coverage in Germany is apparently different than insurance
in the United States, in that both maximum lump-sum and annual pay-
ments are provided for. The legally required llability coverages
will be referred to in this decision, henceforth, as DX¥ 250,000,
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with liability coverage not to exceed DM 2,000,000, and DM 300 deductibdle
“kagko." This coverage exceeded not cnly the minimum coverage lezgally
required by German statute and rezulatian, but also the minirmm amount
required pursuant to the rental contract with Auto-Joncker KG. The
total quarterly cost of the insurance purchased was as follows:

Lisbility _ ¢ 238,50
Kasko : DM 145,00
Totel quarterly cost DM 383,50

Depending upon exchahge rates, the total quarterly cost was epproximately
equal to $152, )

The cost of leasing the vehicle wag allovwed on Mr, McQuate's travel
vouchers, but the cost of irsurance was disallowed on Travel Voucher
Partial lio, 9, and further made retroactive to include two previous claims
on Partial Vouchers Kos, 4 and 5, on the basis of the restriction in the
Federal Travel Regulations (FRR10L-7) para. 1-3.2¢ (May 1973) against
the reimbursement for the costs of the collision damage waiver, which is
part of the usual rental agreencnts. '

The total amount dicallowed wae $L444.34. An authorized certifying
officer of the National Bureau of Standards now asks for an advence de-
cision as to whether the travel vouchers for insurance costs may properly
be cert’.fied .

We would first point out that individual employees are generally
restricted in their recovery for travel expenses to expenses authorized
on their Travel Orders, which we understand do not generally authorize
the long-term leasing of vehicles. Cf., 31 U.S8.C. 8 638(a) (1970).
Hevertheless, in light of tae authorization of the Travel Order for
Mr. McQuate to hire a vehicle, and the apparent subsequent determination
that a long-term leaze crrangement would be mors advantageous to the
Government than rental based on short-term rates, we will not object
to reimbursement to Mr. McQuate of the costs he incurred in leasing
the automobile, '

As to vhether !Mr, McQuate may be reimbursed for the costs of in-
surance purchaced on the subject vehicle, FIR para, 1-3.2c (May 1973),
cited as the reason for disallowance, provides as follows:



*e, Dimage waiver or insurance costs. In ccnnection
| with the rontal of vehicles fron comuercial scurces, ihe
| Governsent will not pay or reimiburee ezployees £or the
cost of the collision daemage woiver or collision damage
{nsurance gvaoilable in comacrrcial rental contracie for
gn extre foe, She waiver or insurance referred to is
the type offered a reuter %o relcase hin fron llability
| for éamase 0 the rentod vehicle in amounts up to the
‘ exmount doductible (usually $100) on the insurance ine
1 cluded 85 a part of the rental cootract without addi-

i tional charge, Under decisions of the Comptroller

‘ General, the egency in appropriate circumctsnces is
suthorized to pay for damage to the rested vehicle up

1 . to the deductible amount asg contained in the rentel

| eontract chould the rented velicle be damoied while
being used for official busincss, The cost of pereongl o
accident insurance is 8 personal cxpense and s poy
reimbursable.” '

$his parsgraph does 1ot prohibit the reimbursesent of & Government ezployos
of the cost of insurance purchased cn o rental vehicle, creept to the
extont that the coveraZo purchased comstitutes a walver of responsibility
for o1l eollision camage costs. This ig customarily referred to as a
eollision demnge wniver, Full insurance esverase, except for the first
$100 (or eomo oiber acowst) of esllinion damage ia customarily included

Hovover, reimburssmerd would be normally precluded by the lomg-standing
policy of tho Goverament to celf-ingure its own risss of loss. D22, C.fe
39 Comp. Geme 145 (1359); 19 1d. 703 (1340). In B-131193, June 25, 174,
we indtcated that at lexst insofar s the collision damage vaiver is com-
serned, we misht watve this policy where foreign ctatutes cor regulations
compel purctaze of insurance, Horeover, ia a cceision to iho General,
Services Administration (G3d), B-1733L2, Aumuetll, 2975, 55 Comp. Gen. ___»

we overruled 39 Corp. Gone 145 and 19 Comp. Gen. (3, 5 ths extent that
they would preclude G683 froa preosulzating rogulaticus o provide Tor the
purchase of iusurance by ks Govermuont or reishurseaent for inzurance costs
incurred by a Goveroment employce vhile operatlug e mstor vehicle in forcign
cowntrics wiere legal reguireacsts or procedurcs make purchase of Mability
dnsuronee necescary for the use of the country's roads and where purchase
is dotermined to be in the best interests of the Government,

These cases do not completely decidc the issue at hand for three
reasons. First, GSA has not yet regulnted in this area; second, nelther

-6~
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of the above cases deals with the issue of purchase of insurance on hired
vehicles, except for the collision damage waiver; and third, the cited
cases do not involve the purchase of collision and cowprehensive coverage,

However, the usual rental contract includes insurance on the vehicle,
except for the coste of the first $100 (or some other stated amount) of
collision damage. ¥r. McQuate could have rented such a vehiele for his
usge on theee terms, If he bad done this, the cost of lnsurance on the
vehicle wsuld hsve been included in the rental rates charged. 1In this
event there would have been no guestion as to the propriety of reiuburse-
ment, at least insofar as the rental was suthorired. ir. MeQuate, and
bis superiors deteruined, however, that the cost of a rental contract

would have feor excecded the cost of a long-term leasing arrangement,
" even including the costs of securing inmsurance, and that therefore,
leasing a vehicle would be more advantagecus to the Government. As noted
above, we have indlcated that we would peruit relmbursement for the cost
of the csllision damuge walver where foreign statutes reguire such pur-
chase for use of the roads. Acc rdingly, we are of the view that since
the leasing arrangement, including insurance, was less costly ¢ the
Governuent than a commercisl rvental egrecment, and since purchace of
{nsurance was necescary for operation of a vehicle on Germany's roads,
reimbursement for the costs of necessary insurance may be made.

It remains to counsider, however, how much of the costs of insurance
incurred by ir. McGuate may be properly ceriified for payment. In this
regard, ve note that ths inmsurance coverage purchased by Hr. #cluate
exceeded not only the legally recuired miniuuzm dbut also the mininua
amount provided in the rental contract with Aulo-Joncker EG.

¥We indicate in our decisicn to GSA, B-178242, supra, that insurance
may be purchased by the Government or the costs thereof may be reimbursed
to a Goverument cmployee where legal rejudrcments or procedures make
purchase hecessary for the use of a foreign country’s roads., while
Mr. McGuate was only legally recuired to purchase liability inasurance
on the vehicle, and thzn only with D 250,000 coveraze, he could not
hava leased a vehicle from Auto<Joncker KG unless he contracted for
1iability insurance with a maximuz amouat payabls of DU 1,000,000
and "kasko" coverage with a deductible amount of DH 500, ioreover, we
have been informally advised that custon in the leasing industry is to
require that insurcnce on vehicles be carried in amounis higher and
coverage broader than the lcgally rejudred minimums, Under the circun-
stances it is ressonable to conclude that iir. HcQuate could not have
leased a vehicle for operation on the Germun roads without such coverage
and therefore the cosis of the coverage required in the lease cfrcement
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may properly be certified for peyment, when Mr. McQuate provides infor-
mation a3 to the costs of such insurance from Gerling-Konzern.

M¥r. McGuate, however, secured insurance coverage exceeding even the
amount required in the lease sgreement. The difference betwecn the amount
required in the lease pgreement and the costs of the coveraze actually
obtained, mist be considercd personal to Mr. McQuate, and may nol properly
be certified for payment, '

R.F.RELLER

Acling
eting Comptroller General

of the United States





